ST 07-0148-GIL 11/15/2007 MANUFACTURING MACHINERY & EQUIPMENT

Machinery and equipment that is used primarily (over 50% of the time) in the manufacturing or
assembling of tangible personal property for wholesale or retail sale or lease is exempt from
Retailers’ Occupation Tax. See 86 Ill. Adm. Code 130.330. (This is a GIL.)

November 15, 2007

Dear XXxxX:

This letter is in response to your letter dated March 7, 2007, in which you request information.
The Department issues two types of letter rulings. Private Letter Rulings (“PLRs”) are issued by the
Department in response to specific taxpayer inquiries concerning the application of a tax statute or
rule to a particular fact situation. A PLR is binding on the Department, but only as to the taxpayer
who is the subject of the request for ruling and only to the extent the facts recited in the PLR are
correct and complete.  Persons seeking PLRs must comply with the procedures for PLRs found in
the Department’'s regulations at 2 Ill. Adm. Code 1200.110. The purpose of a General Information
Letter (“GIL"”) is to direct taxpayers to Department regulations or other sources of information
regarding the topic about which they have inquired. A GIL is not a statement of Department policy
and is not binding on the Department. See 2 Ill. Adm. Code 1200.120. You may access our
website at www.ILTAX.com to review regulations, letter rulings and other types of information relevant
to your inquiry.

The nature of your inquiry and the information you have provided require that we respond with
a GIL. In your letter you have stated and made inquiry as follows:

My company sells and installs energy conservation equipment to manufacturing
facilities.

The equipment installs directly into existing manufacturing equipment and lowers the
KwH use of the manufacturing equipment. In doing so it also helps to maintain the
machinery as it makes the equipment run cooler thereby extending the life of motors,
compressors etc.

86 Ill. Adm. Code 130.330. is unclear as to whether sales tax is applicable.

Can you issue me a letter ruling on this matter?

DEPARTMENT'S RESPONSE

We do not know enough about the equipment into which the energy conservation equipment is
installed to say whether or not it qualifies for the manufacturing machinery and equipment exemption
for sales tax. However, we hope that the following information will help.



Machinery and equipment that is used primarily (over 50% of the time) in the manufacturing or
assembling of tangible personal property for wholesale or retail sale or lease is exempt from Retailers'
Occupation Tax. See the Department’s regulation at 86 Ill. Adm. Code 130.330. The exemption also
extends to repair and replacement parts as long as the parts are incorporated into machinery and
equipment that is exempt under the regulation. It is important to note that the product being produced
must be for sale or lease for the manufacturing machinery and equipment exemption to apply.

Under the Department’s regulation at 86 Ill. Adm. Code 130.330(c)(3), equipment includes any
independent device or tool separate from any machinery but essential to an integrated manufacturing
or assembling process: including computers used primarily in operating exempt machinery and
equipment in a computer-assisted design, computer-assisted manufacturing (CAD/CAM) system; or
any subunit or assembly comprising a component of any machinery or auxiliary, adjunct, or
attachment, parts of machinery, such as tools, dies, jigs, fixtures, patterns and molds, and any parts
which require periodic replacement in the course of normal operation (emphasis added).

If you require additional information, please visit our website at www.ILTAX.com or contact the
Department’s Taxpayer Information Division at (217) 782-3336. If you are not under audit and you
wish to obtain a binding PLR regarding your factual situation, please submit a request conforming to
the requirements of 2 Ill. Adm. Code 1200.110 (b).

Very truly yours,

Martha P. Mote
Associate Counsel

MPM:msk



